SMSF Audit Resource Library	Collectables

GUIDE 10
How to audit collectables and personal use assets
Storage, use, insurance and sale rules (r13.18AA)


	Who this guide is for
Approved SMSF auditors and audit staff auditing collectables and personal use assets such as art, jewellery, vehicles, wine and memorabilia.



Collectables and personal use assets are subject to specific rules on storage, use, insurance and sale. The rules exist because these assets are easy to enjoy personally, which would breach the sole purpose test. A breach is often reportable, so this guide sets out exactly what to test.
1. What counts
Collectables and personal use assets include artwork, jewellery, antiques, artefacts, coins, medallions, stamps, books, manuscripts, wine and spirits, motor vehicles, recreational boats, and memorabilia. Note that loose form precious metals such as unset diamonds are not collectables for this purpose, so check the specific item.
2. The specific rules
1. No use or lease to a related party: the asset must not be leased to, or used by, a related party. A painting on the wall of a member's home fails this test.
1. No storage in a related party's private residence: the asset must not be stored or displayed in the private residence of any related party.
1. Written storage decision: the trustees must keep a written record of the decision on where the asset is stored, and retain it.
1. Insurance: the asset must be insured in the name of the fund within seven days of acquisition. A common breach is no insurance, or insurance in a member's name.
1. Market value sale to a related party: any sale to a related party must be at market value determined by a qualified independent valuer.
3. Existence and value
Confirm the asset exists by inspection, photographs or independent confirmation. For material items obtain an independent valuation to support market value at 30 June. Condition affects value, so evidence of condition supports the valuation.
4. Reporting a breach
The storage, use and insurance rules are frequently breached, and a breach is commonly reportable. Where you identify a breach, work through the contravention reporting tests and lodge a report where the criteria are met. Note that several of these breaches cannot be rectified after the fact, for example a failure to insure within seven days of acquisition.
Common pitfalls
1. An artwork displayed in a member's home or office.
1. No insurance, or insurance in a personal name rather than the fund's.
1. No written record of the storage decision.
1. A sale to a related party without an independent valuation.

In short, these assets must be kept and insured for the fund, never used or stored by a related party, and sold to a related party only at an independently valued price. Test each rule, because a breach is usually reportable and often cannot be undone.
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